
 
 

DC-9731539  v1  

 
 
September 19, 2013 
 
VIA ECFS 
 
Marlene H. Dortch 
Secretary 
Federal Communications Commission 
445 12th Street, S.W. 
Washington, D.C. 20554 

 
Re:  Ex Parte Presentation in the Matter of Connect America Fund, High-Cost Universal 

Service Support, WC Docket Nos. 10-90, 05-337 
 
Dear Ms. Dortch: 
 
 On September 18, 2013, John Badal, President and CEO of Sacred Wind 
Communications, Inc. (“Sacred Wind”) and myself, met with Commissioner Ajit Pai and the 
Commissioner’s Chief of Staff, Matthew Berry. 
 

During the meeting, we provided an overview of Sacred Wind’s deployment of an 
advanced 3.65 GHz IP-based fixed wireless local loop network on Navajo Reservation and near-
Reservation lands in New Mexico, and updated the Commissioner on the company’s activities, 
particularly as a model for bringing voice and broadband services to historically unserved and 
underserved tribal lands.  We also discussed the impacts on Sacred Wind of the Commission’s 
USF/ICC Transformation Order and follow-on decisions.   In particular, as reflected in the 
attached presentation, Sacred Wind discussed concerns with potential represcription of the 
authorized rate of return, the importance of maintaining at a constant, predictable level, the joint 
OPEX/CAPEX cap adopted in the Sixth Order on Reconsideration in the captioned proceeding, 
and giving consideration in the quantile regression analysis (QRA) to higher cost companies with 
high investment and depreciation costs in sparsely populated areas. 

 
During our meeting, we were also asked about a projected $700,000 high-cost loop 

support (HCLS) reduction in 2016 for Sacred Wind shown in the presentation, based on the 
application of the QRA.  The projected $700,000 reduction for 2016 was estimated by applying 
Sacred Wind's company-specific costs projected for 2014, while keeping the QRA variables 
constant, and assuming full implementation of QRA (no 50%/15% reduction).  In essence, if 
there is no update to the current variables being used in the QRA, and the Commission does not 
cap the adjustment to the lower of 50% of the impact or 15% of total HCLS (as it has done for 
the past two years), than even though Sacred Wind is investing in the network to reach additional 
customers with voice and broadband service, the company could get penalized by the QRA caps, 
as shown in the example. 
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This example shows the impact on Sacred Wind based on the USF/ICC Transformation 
Order and subsequent decisions without a cap on the QRA adjustment.  At this point we do not 
know how the Commission will proceed with the 2014 calculation, and are hopeful that further 
clarifications made by the Commission of the USF/ICC Transformation Order, specifically 
related to the particular investment and operating expenses of a startup company, will dispel 
these concerns.   

 
Nonetheless, this is precisely the concern with the unpredictability of the QRA caps.  If 

companies cannot forecast today with some level of predictability what impact their investment 
plans for next year will have on their HCLS revenues and their potential for being "penalized" by 
the quantile regression caps, companies, such as Sacred Wind and other rural providers serving 
tribal lands, face significant uncertainty and risk with continuing to build out their networks to 
serve unserved and underserved remote areas.   In sum, the inclusion of the projected 2016 
HCLS reduction serves to show that even though some of the short-term fixes implemented with 
regards to QRA have helped Sacred Wind to continue to build out and provide services to 
additional customers in its rural, remote service area, the long-term impact of the unpredictability 
of QRA is still a significant concern for Sacred Wind and the industry, and one that needs to be 
expeditiously addressed and resolved.   

 
 Thank you for your attention to this matter.  If you have any questions regarding this ex 
parte presentation, please do not hesitate to contact the undersigned.  
 

Respectfully Submitted, 
 
SACRED WIND COMMUNICATIONS, INC. 
 
 
By:     /s/ Martin L. Stern  
 Martin L. Stern 
 K&L Gates LLP 
 1601 K Street, NW 
 Washington, D.C.  20006 
 (202) 778-9000 (Tel) 
 (202) 778-9001 (Fax) 
 Its Counsel 
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